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Senator Harp, Representative Walker, and distinguished Members of the Appropriations
Committee:

I am a Sentor Policy Fellow with Connecticut Voices for Children (Connecticut Voices), a
research-based public education and advocacy otganization that works statewide to promote the
well-being of Connecticut’s children, youth, and families. I am here today on behalf of Connecticut
Voices to testify regarding H.B. 5074: An Act Making Adjustments to State Expenditures and Revennes for
the Fiscal Year Ending June 30, 2013,

The governor’s midterm budget increases the Education Equalization Grant by $50 million. This is
a prudent investment in the state’s economic future — its children — that we wholeheartedly support.
As you well know, the success of fiscal investments are determined by their implementation — the
details. We welcome the additional funding but have concerns on details of the implementation that
may result in unforeseen, and undesirable, consequences.

1) The ECS Formula
a) Measuring Income

We support teplacement of per capita income with median household income as proposed, but
disagree with obtamning income data from DECD. Connecticut Voices has found that the current
use of Census 2000 data in the ECS formula benefits uppet-income towns.'

The proposed budget replaces Census 2000 per capita income data with more cuttent median
household income data from the DECD. However, DECD does not have independent calculations
for personal income and would need to obtain this data from either the private sectot or the
American Community Survey (ACS, U.S. Census Bureau). The National Research Council (NRC)
reported in 2007 that, “A weakness of the ACS. . is the significantly larger matgins of ertor in ACS
estimates... The larger ACS sampling errors are a particular problem for small cities, counties, and
other governmental jurisdictions.” Based on the most recent ACS data on median household
income for towns, Deep River has the highest matgin-of-etror at 22.3%; 54 towns have a
margin-of-error of at least 10%; and the average margin-of-etror is 8.5%.’

It is nconsistent with the goal of equalization to use ACS data in the ECS formula, Alternative
sources from the private sector ate often proprietary and may not divulge critical information such
as margins-of-error. The only viable alternative is income data from the state income tax retutn
(Table 1), which is the source used by other New England states in their education funding
formulas.” Furthermore, it is expected that as many as 190,000 taxpayers will apply for the new
Connecticut Earned Income Tax Credit, which will boost the number of tax returns from
low-income ateas making state tax data more teptesentative of income disparity within the state.
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Non-faxable income such as tax-
exempt interest, IRA distributions,
pensions and annuities, and social

security income.

N/A. In 2009, there were 1.48 million CT
income tax returns and 1.3 million occupied
housing units.®

CT Tax Return

8.5% average margin-of-error for CT towns.
Capital Gains Data is based on 20,503 self-reported
surveys that are not verified.”

American Community
Survey (ACS)

b) Measuring Poverty

The Governor’s proposal to use HUSKY A enrollment data as a proxy for poverty is a better
option than either the current use of Title I data ot the proposed alternative of free and reduced
price meal eligibility (Table 2, pg. 3). While any poverty measure has its drawbacks, HUSKY A data
is updated frequently and provides a mote generous measure of poverty than Title I. Furthermore,
though not all children in families under 185% of the federal poverty level qualify fot, or entoll in,
HUSKY A, the HUSKY A progtram has a much higher penetration rate than the school lunch
progmnrl.8 Additionally, incotporating HUSKY A into the ECS formula provides the ancillary
benefit of incentivizing towns to enroll all eligible children in HUSKY A.

However, the current poverty weight of 33 percent in ECS formula is arbitrary and is not based
on the additional cost of educating high poverty students. Because there are particular difficulties in
educating students living in the most sevete poverty, a better measure would differentiate between
levels of poverty. For instance, while Manchester Public Schools and Killingly Public Schools both
have 49 percent of all students eligible for either free or reduced-price meals (requiting family
income under 185 percent of the federal poverty level), only 34% of Killingly students are eligible
for free meals (tequiring family income under 130 percent of federal poverty level), while 41% of
Manchester students are eligible for free meals.” Therefore, even if Manchester and Killingly have
similar numbers of students in families under 185 percent of the fedetal poverty level, they may have
different percentages of students with the greatest levels of need (below 130 petcent of the federal
poverty level).

¢) Recommendation

Connecticut Voices recommends that personal income data be detived from median household
income based on state income tax returns. Similarly, the ECS Task Force issued a potential
additional recommendation to “... use Connecticut adjusted gross income {AGI) as the income
measutre in the ECS formula.”"? Otherwise, the ECS formula fails to equalize accurately because of
a reliance on flawed and/or out-of-date income data.

In order to distinguish between vatying levels of poverty, we recommend SDE wotk with DSS
to provide a count of children in each town at various multiples of the federal poverty level based on
income eligibility data collected for HUSKY A entollment. This data could then be used in a tiered
poverty weighting to distinguish between towns (severe vs. moderate povetty) and target more
funding to the most severely impoverished students.
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2) Actual Town Funding from ECS

a)  Ovetfunding Towns

The interim report by the ECS Task Force states: “The budget acts of 2009 and 2011 each
overtode the statutory ECS formula and specified each town’s ECS grants.. Y These increases in
ECS funding resulted in some towns being funded abore their ECS maximum because new funding
levels were based on prior amounts without sufficient regard for the ECS target amount.’®

b) MBR and Supplanting of I sea/y-Detived Education Funds

The proposed “minimum local funding percentage” requites conditional funding districts to
appropriate a minimum 30 percent towards their education budget. This is a good step towards
restricting the supplanting of local funds but the focus should be on 30 percent of expenditures - not
appropriations. Furthermore, it is proposed that: “Any increase in ECS aid may be added to the
board of education at the discretion of the nrmur.ljcipality.”19 In shott, increases in ECS are #o?
requited to be spent on education. Currently, local tax dollars collected for education are ot
requited to be spent on education.

The net tesult is an inherent supplanting of local funds as local education monies can be shifted
to non-education purposes and increases i ECS monies do not need to be spent on education.
'This is a violation of Section 10-262i (Grant payments. Expenditures for educational purposes only;
exception. Prohibition against supplanting local funding. Minimum budget requitement; exception.
Penalty), which aims to halt the supplanting of local education funds by ECS.
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c) Recommendation

No town should receive ECS funding above theit maximum entitlement and those that are
orerfunded should have their funding levels reduced to their maximum. The “minimum local
funding percentage” should be applied to all towns, not only to conditional funding districts. Itis
necessary to mandate explicitly that all education monies (local, federal, state, and ptivate) must be
spent, not metely budgeted, on education. The interim repott by the ECS Task Force includes the
potential additional recommendation: “Ensure that towns spend money allocated for education on
education™

3) Charter School Funding
a) Comingling of Charter School Funds and ECS Funds

When considering charter school funding, it is itnpottant to note the intent of ECS is to
“,..equalize state education funding to towns by taking into account a town’s wealth and ability to
raise property taxes to pay for education.” Such comingling of education monies fiscally combines
equalization and choice; potentially resulting in unknown, and undesirable, consequences.

The reallocation of $59.8 million in charter school funding into the ECS formula is
inappropriate given that charter school funding is fixed (not driven by equalization), whereas the
ECS formula is focused exclusively on equalization. A practical consideration is that broadening the
ECS formula to include charter school funding would futther confuse an already unwieldy ECS
formula and add unnecessarily to the potential for ertors in calculating town funding, with the sole
intent of functioning as an accounting pass-through. In addition, it would increase the
administrative burden of towns without reducing state buteauctracy.

b) Requiting Towns to Contribute to Charter School Funding
ECS does not fund towns for students attending charter schools (the resident student count

excludes charter school attendees). Consequently, requiring towns to pay charter schools (§1,000 for
each attending resident) would force towns to eithet raise local taxes, reduce education spending on
local schools, or reduce local non-education spending. All of these options ignore a town’s ability to
pay and student need, which is the basis of equalization.

Futthermore, the state’s poorest towns would be the most adversely impacted with school
districts in DRG I having to pay $4.8 million to charter schools.?

¢) Recommendation

We are strongly against the comingling of ECS funds with charter school funds and other
non-equalization-based funding a7 #his time. We ate also against requiring towns to contribute $1,000
per tesident student for charter school attendees.

The ECS Task Force has raised the possibility of extending equalization funding to charter
schools, magnets, regional agricultural science centers, and vocational-technical schools.” A final
determination must be made before comingling equalization funds with charter school funds. Until
then, it would be analogous to puiting the cart before the horse with unknown consequences and creating
an a prioti bias for future discussions.



4) Chart of Accounts

a) Uniform Accounting System

‘The implementation of a uniform accounting system for all public school institutions is ctucial
for determining the true cost of education in Connecticut. 'This will allow the state to make more
informed decisions in the future and make a clearer determination of whether BCS monies are
supplanting local funding.

b) Recommendation

To ensure comprehensive accounting and clarify intent, we recommend that the proposed
statute requiring a uniform system of accounting stipulate revenue from all sources: local, federal,
state, and private. The accounting system also must take into account monies budgeted for
education, in addition to expenditures. Furthermore, the accounting system must be able to
determine whether local taxes collected for education were shifted to non-education purposes and
whether ECS funding is supplanting local education funding,

Thank you for this opportunity to testify regarding H.B. 5014.
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